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July 14, 1982 

&is. Ima IAn& 
Director Berkeley Town Rouse 
2550 Dam Street 
Ekrkeley.,. CA 94704 

lais is in resmmse to your letter of June 1, 1982, 
to Hr. Glenn Rigby regarkiag tke classification of fhe 
Berkeley Tmm House as a stock cooperative and tie sepakti 
assessment of tie individual interests tiertin for property 
tax purposes prsuant to ?em+ue and Taxation Cc&, Section 
2188.7. . . 

A 'stock coogcrative," as &fined in Section 11003.2 
of the Business and PzofessioL13 Co&, is a ccqoration whi& 
is forred or avaihd of primrily for the pqose of holding 
title to iqroved real proprty, ei.tier in Zee sixple or for 
a tern for vcar5. An esseatial elazznt is t;,at all or su+ 
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sttitially bll of. t!xc corgoratior;*r; airar&ol&rs receive a 
. 

ri@t of exclusive occu~a2c;r of a portioi~ of ttic real pro2ert-y, 
title to w1iich is 3eld by tie corgoratioz. Y3e right of 
occu~axy is transferable o-3&-- concurrently *with tke trmsfer 
of tic simre(s) of stock or metiers.hip certificate FZI the 
coqoration held by the praon havir,g a right of OCCIL~~ZXTJ. 
After reviewing t-k doclmnz3ts you sent, we azd of the opirrion 
that,tbo Zerkelcy Tmn Eoue is a coqoraticn thick is a 
stock cooperative under tie forcgoiog tiefititioz. 

Under current law, stock cooperatives having two 
or more sfiareholders are witMn tie d~finitim of a "su!kXvision" 
under tie Stidivided LaxIs Act (swiness and Professions Code, 
Sections 11003 - 11230); fiithr, a sccilritq consisting of a 
parcel of lznd in a oub&ivisioa is exi;-~~t r'rcz the c3qorate 
Securities law. (Coqmratious Co~,S~ct;on 25133 (f)). Ir vie*9 
of a fomer 'trncertain~~ as to ~+ret.kx tLesc projects required 
both a mhlic rqort by tiz real er;ta?:s comissioner ami a 
periilit ho= the corzoraticr?~ coxr~s.s:il~~~~, tkr Laaislzture 
e,xpressly declared its intent to vtiidate t?e ,wA faiti 
activLtirs of close fJh0, prior to 1365, cGmE.ed ~_Liz.h 02~' of 
these requirxzents, but nst tb othr (@lqtcr 607, Stabtcs 
of 1955, Sections 4,s). Zbztbr, tie st;3divisioix 15% does 
not aTply to t'7e foxztatiozb of 3 stock ,coo~crative if all of 
t!Ie sixarcs or other ir,tcrats were sold or issued, prior to a f . . . 
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specified date in 1965, pursuant to and in accordance witi a 
pczxit issued by tz1e co- oratiars comissionsr (Dusizms8 and 
Professions Code, Section 11034.8). 

‘. B_ 

Occupants of a sto& coqerative project ohm sto& 
or shares in fz.?m titla-holtirg corporation and occupy their 
respective ESi~~~S or a~Z?ZXleIkts by VirtW Of a lease. 
YQnagezcent of tie titlkholiiing entity is @crall~ exercised 
by a hoard of directors cozmosed of and clecticd by the tenant 
'Omers." Thus, as a practical xxxtter, the tenant-shartiolder 
exercises mbstantial "owner3hi.p" &minion over his u&t aad 
his rights are in excess of C303e of a mere lessee, In i-his 
regard, the CakLfornia Suprei33 court kms'hol~ that an inditidual's~ 
owmrship of such a cooperative apartmnt is a Valuable ir?terest 
in real proyrizf, since, althoug?? the coAqoration oxms the 
legal title, the entire quit&&e inter-t is distributed 
proportionately mozg the oyners of the apartments. (Estate 
of Piws, 218 Cal, Isa.) 

The Legislature has recognized that shareholders 
of sto& cooperative apartxr,ts have a preseat, beneficial 
interest in real property which is 3ujstzntially eguivalezlt 
to a fee interest For purpo3cs of detemini~g w&thor a "change. 
in umersh~~n cccuxs under Proposition 13 when shares of stock 
are transferred. s~mificqI..ly, i3 t-4i.s regari!, Sec?zion 62(h) 
02 the Revaxm and Taxation CO& provfdes tiat a cbenqe in 
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cxmership includds %h3 transfer of sto& of a coogcrativc 
housing corporation, as defined in Section 17265, vested with 
legal title to real property which cozveysto the transferee 
the exclusiVe right to occqancy and ,wssession of strch property, 
or a potion thz~eof.~ Rlsa, Se&ion 65.1 provides that if q 
unit within a cooperative housing cozyoration changes crwnership, 
tka only the unit trazsferxed and ti2 share in the cozen area 
resented as az~ q+rtcmme of such unit shall be reappraised. 

Prior to January 1, 1981, the county assessor was 
not required to separately assess the individual interests in 
stock cooperative corPoratiorzs. Ratker, a single tax bill was 
sent to each project and it wa tie rzspon.qibililq of the - 
project orga.&zation to divide UP the tax bill Fang K%e share- 
holders. &5mnue a.W Taxation Co&,Section 2138.7, effective 
January 1, 13211, provides that whatever a ccmmtity apartmnt 
project, stock @operative, limi-lad equi-L;r housing cooperative, 

held by the omzers of-the project or the shareholders of tie 
cc-oration if certain cmditiox3 are Eet. According to t-0 
Asse&ly Revenue aad Taxatioa cdttee analysiri, the appatiat 
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puvose of tfifs section was to end confusion.axaong assessors 
and rnanagcm of these types of projecti about how reassess- 
zentwould occur in accordance with Proposition 13 \tIzon an 
interest in i3 single unit changed ownershi?. !EIC section was 
also intended to cl&hate disputes between project mmagers 
and unit owners over tic allocztfon of property tams, and to 
preclude srituations in which aJ.1 O'IJI~QLS in a project would be 
li&le for taxes ana penalti&if one owner did not pay his 
share. 

I hope this is responsive to your ixquiry, If we 
may be of further assistance to you in this xzatter, pleae 
do not hesitate to contact this office. 

We am returning the 
files. 

attached do cxments for your 

Very truly yours, 

xargaret s. Shedd 
t33x Counsel 

Mss:jlh 
. 

Attachnents 

cc: Hx. Dean Lewis, Supervising ikppraiser 
Alazwia County Assessor's Office 
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bc: Mr. Gordozl P. Adelnan 
Hr. Robert if. Gustafson 
Legal Section ---r.ew- 
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